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Chepter ~ 
' ' 

J3eeause f:i~och !nflm"l of foreign eav:Ltal h~.s effoctiv~ impact

on an et:OtlOffiY throu~h eJ!ter.nal econor.des, such a!> menage.r:ia:l 

ab!lit.y~ tecihn1cal pe~onnel, technological lr.nol.;lettge. 

atl.vninist~ative orueni~.Hation, il"..novat!on in prcc3uct¢t and 

proth.ietiOt?. 1~e<-:hnifdlUG <$1m:'J also through direct emplOYf!1Gnt of 

't3at;Jf'!l ~(]_ $alaey eat.'n-sra. pu~hi£Ise of local materialm and 

equipmetltt'l and PQl~t. of ta.~$ to the l¢cal goven\ment.1 

s in€ie tho beginning of plannin~ Nepal hes been 

adopt!.na ·tbe c:;hil~sophy of 'mixed G.Conomy•f- 1-.e., the role 

of publLe ,se-t::t.or at1d rn:-ivate sector- for t.lle economic 

de'VelOrJi'WUt Qf the ~ountey. Under this citcumst~tWe$• tbe 

governmeltlt cf t'ie],)~l encour~ed private sector -both home 

Privat_e foreign investment has been gen~ly shy 

· in ~opal. P~ior to 1950, very fa1 prJ.va.t.e· enterprises t6o!>t 



place i~ N"e't)el •. '£·be faetore \?ihieh slOT.'lereo privata foreign 

investments tra Nep~l are chiefly political instability. 

landloeke&loss at1d J)G"'t inf.t'la ... staroeture facilities, ahorta~a 

of trained labourerr:;Q low pur:chaai.ng p~vel:'s and the 
a ineffective ge.rver~":nent. t~licl(;£3 • · 

~lepal. ha$. been trying to tal'..e some impo~tant. measu:!"fE:s ·to 

encourage foreign ~.nvestments. !~fr. Shrestha of llepa! said 

tbat Nopol offered a:ttreeti"t"e concessions and wsured lucr$tive 

returns iot: foreign private investments it'lt bts . com'ttt~..r• H~ 

saiO. ~id~ liberal eonsf;)ssions in corporate t~tee .. · 

customs and excise flutd.~, investors in lispal fran ~,.d.thin 

or outeid<.;'! the eount.::y, wou.ltl. be ·given fQrteign e~b~1ge 

fecil!ti.es for !r£J,!?Ot:'ting p1$nt and machinery and apare parts 

as ~1ell m r..·~r a11(~~ semi-finished meteriala ~for 1nt:1ustriel 

uses. H!F: sa.i~ Nepal 0s traduatrial Ent~rpri~es and Foreign 

:tnvestmept.. and Toohnol04"JY 1\Ct. opened net>1 avenues for prj.v~te 

good~!} ~JQ:t'e eornpletmly opened to tha private sector. 

M~~ Sht'ootho further saiO, that the incentives :eor private 

investog$ inclooed five-year income t~ holiday fQt' metii:mn 

and large units manu;~oot.uring products ~Jhose value ooded t...ra$ 

more t.hoo 20 per eent~ For eveey additional 10 untts.·of value 

added .be.yOtlti 50 {%':r cera~ an additionnl year of ox~pt:ton in 
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.tneome tax uould be granted. He also saic,. large aru:i medium 

industries t,,]Cn,lld be given exemption in excise cuti~s fo~ 

a peri(K;1 of t1rree years •3 

'J~he gove.rnment of Hepal has evolve('.! a poliey for 

foreign investors providing facilities for foreign ~xchang~ 

t-1l1en neetled• It .i.s clso prepared to lay ra-1 mate~ials et. the 

.investOt:'s Cll.~posaJ.. SOC all~JS e 't('::ll•yea.r tax holieay fOt 

themoe Nest attractli.vcf! of. o.ll.,these faeilitie.s qiven t,he 

., 

from the investment involved. And the labourers aro cheap 

in terms o£ t::age,. Roplyin.g to the 'Arab Ne~ots • of Jedda't) on 

the quest.ion of allcn•;:ing folre!(J!l i.nv~.stA.~nt in Nepal on 

Octo~r l.9o 1993 c1uring an int.tu:Via.;, H.t~. Ring B!~eoora saiO~ 

'v-1e welcome foreign investment in ~my mecliurn ai"!d large 

industrial uneertakings other than specified dafenc¢ 

prochict.!on. Ne also encourage joint V(:1nturcs with the 

foreign .PArivate investors collat:..oreting with local 
4 

entreprenC~urs '.~· 

It is st.ntod that unita having a capital outleir 

upto na.so"' ooo 't1e:ce lo:ft exclusively to private netiooal 

i.n\?Ss.tora• Those having eapital outlay ran9ing f.l:IOI."'n 

Rs.so, 000 to Rs. 5 la!fus. pr.tcrit.y tf!as to be ~iven t:Q ~1epalf?.£.H;;;, 
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ca,pital w~ to 5:)(;:~ "encouraged especially i.n connect.!.cn t-1ith 

la~Je seale industries s~'ject to the qu~lifications that it 

•'\llill safeguard the 1m.1epenr3®nco and inte{lr:ity of tho nepalc~e 

c.'ConoiT'!Y and t''ill give adequate ~aSsurance to the investors 

regaroin~· fair ·return end guarantee •. Hm:1ever, a cempreheu;;:;,!ve 

poliey 'i\iaB taken in the a..~nounce.11ent of Industrial policy in 

1957 • It BP£<:ifieil that all inc~ustries other than t.ttooe 

daoost.1c oi: foreign p~ivate enterprises on condition. of mutual 

ag:reemm1t :t'<~gan1itlv repatriation of profits a.m:i capi:tel. 

Foreign lnvestr.P-nt. tc:oule not be subject to double t~ation-. 

'l'be p~incitJle of 11n:l!xed eeonomy• t11l'a.9 eceept.ed. ~'o :C1.1lfil 
lk . 

those obj.mctives. ,Jlir:C \'las set up in 1959. 

The !niloot.tiGl EnterpriE2!es Act. 1961 bel$ f.llso 

<)-uarootG0d t.he foreign investment equality of t:reat.l.'nent. tJ~r)nl 

also declw:ed income tax concs..~sions for 10 yea!'$,. ~~®!,.lflptiont:J 

of export dut.y to nOt>J un!:ts. e:c{emptions on import ood machinBcy~ 

parts anc1 'l:Ot:.l rm:at~riels, repatriation of profits end capital 

upto 25 po!; cent CJ.iecolm't~ Services in the form of :t"E>.scarc~ 
u..... G 

technical ns$istaooe: a.."lO loa'l'ls are new given by NJl;(:!• .. . 

The :tnldustr!al Enterprises ~t of Harch 1974 
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concessions~ this netJ act alla-Jeo. only 10 per cent of 'the 

capital ar1d 25 per cent of the p:t•crfit-s to be t:al{er:; b:nc1t L¥'1 
7 the form of converti~le cur~ncy. 

~-~ naq inifiuatr!el pollcy has been enacted in 1981 

to rernov12 the shortcomings of the old pOlicy and t~ make 

Foreign 1tweotrnent is sa1.d to be encourag~d 

through covernment protection, no-nationalization pl.cpeges. 

remittence !n forei{;n currency of all profits eamec1 and 

20 1-mr cent per annun of invested capital• Prior to this, 

the foreign industries could remit 90 pru.· eont of the 

declared profit and 20 per cent pe.t; annun o:f inv~stot\1 ca!)itol 

only aftc~t' o period of five ;re.en; • As ~ar«:is other itacil.ttico 

and conccnr.Li.ons, the nEM policy aP.r.:;ears to be mo.re libe~al 

thon the old-. Une1er ·the nev1 policy, the cottage tndustri(.~ 

can enjoy int:::ome ta:!' rebates .for a:!x yoarst as ~ge$.:nst five 

years earlO~~::rr.,; l:n the case of lar9e indllStries i~COf•W te:~ 

rebates ·iS said to be based on value added \11th addit~onal 
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excise duties 'tl~e been extendetl pertieularly to 1ni.ilstri~. 

located in the less eeve);oped a:reas of the eountJ:Y• Unlj,.lca 

the post~ th® forei9!1 investors a!!'~ free to .!nveat. in the 

mooium and le;-ge""'seale eltpQ:tt~or1ented industries in !'lepal 

but rost~!etion ts put only on the cot:taga end smoll-~cele 

~·- .o~.~ a ""ncus 11:r~es • 

.. flo . at.trl;;ct private eeetor iravolvernent in 
U-A. 

1nt1ust-ri£1li;n~tiol'l, t-N;;:t'C was ter:getteo i;o p~Fick·~ ~s!atanee 

in the fe!:m of ereeit and ahe,re· pureh~.so wort:t1 of Ro .• soa.,? 

millio!!l of ~:1h:ieh .Rs ~284.3 millton coule t-..e invest~e1 ~count!n~::r 

for ss.G r.:er cent of ~1-ae. target at the end of 'the tt~ixth !?l;a~ •• 
- k -

:tLuriogo th~ ~;cve.."lth Plan perio~ ,.N~ will .. invest s total of 

1ls.700 million. w.l-:to ~ooit.ure by tho privat¢ e~-tor t'-JOO 

estimate.~ to be R~;11~650 million dttr:tng th~ S1;d:oc'-l Plan t•ihieh 

is e;:,:peetoo to r~aeb ns .21, 960 million during the ~eventh 

Plan~ mta €"<Ten egreed41 ;i,f nef?t1e~ to fund· fo:r: s:ettmg up 
9' private sector e~mmercial btm"ks during tht:t seventh Plan ope~ioo~-, 

Inoiap l}Pjy,pte ZnJ(eSi.~ments,. iQ Nepi!l •• Prior to 1938 fore;i.gn 

indootr::tal enterprises in NepJel t-iles non-exi:'ilt<!lnt ~~· elso a vo:t.y 

f€!-'t1 p.tti.vet%1 foreign· invo.9'tme."lt tool~ ,place p.rior to 1950•; T.lae 

industries \11hieh' spt>outea during 1936·1942 t:1ere mostly fund.ed 

by :tnt:1ioo ~t.r:epreeetl!is ~· Inspireel by ti~ war-~imtt'} pt"of.its 
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they inveot.ed lar~e fun~ in jt..yte, sugar ood matehce. AfteE 

the boom o£ 1942:, tl~ ge.n<aral searci t:y of con~n.tmQ!f ~:10"~9 er..-d 

prev$il!rt~ high pricaos in Indi<tl lett to the e$tdhlj~pt~nt of 

t'if10 eottor.l mills ,in ~;jepallil t-U.t.b retu.m to normalcy tile bo~ 
~ . 

collat')S~fS aric1 most. of ,_fimns ,.,ant to liqu!CI.ation. ~bot:~ t!:res 

already a look of o~gaflise4fil eapital.,..lns.rl~:et· in !~e'}.~, chieflr 

beeaut!Je ftmoo showed least interest in e..!ly teehnt~al 

tnrnwat:ton and to t.he ~elopmen't of t]1rnne$tic cap!:t:tll 

.tnvel:Jt~t eo tbGy Con$1(1.erec them a$ a sout"¢e of i!Wteb11t~;:~t 

to t:hei1t ~gimeq sno: this new chooge created crtstl~ ~"ld 

concomitant lo:!.us c;g cor.tfidcnce among the :t:ndi~ 11lVestors~ 10 

Xn~ian firms reoaptUEed markets in I~dia ana in Mepa~ on~ 

the Nepaleso fif:ms; \'rhieh. h~il not ploughed bael~ .any of th~ir 

profi:ts £or mot'iettd.sation of equ.tr;ment,.. began to '{jQ benkrupt• 

A fer:; su~ived, ~t their: o~rations weu: msrg!nal .ond t.hai~ 

P,!:'Ofits le~n. A~ e $'0$ult. investoris C@Ufidence ~·e2 shat:te$'00•: 

Thts b¢C41limc a ~ub$tential barrie~ to economic prGfBt'e~s in 
11 gsoora:r ott; N"erjal.,, · 

tz'he .f;trst l:ntlOi!-Nepa!ese private eolleho!:'ation w~~ 

the operl.i~g of D.tratna'gaJ:" Jute r-1111 tiiJ.th oo initial investment 

trwe ooa eorrr.la~e haa been in. the he."lds of Inc! an ti:~ru:eh¢lnts! 

som ente~.ris!ng l-'!ar.'li'Jet:! meK"ehentw from lrM:1ie hwin9 ~der}eli?BO 

nationel!ty emi{lrsted to t~epal because the t.'hen 1·~· ;forb~a 
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mmer:ahip os p::opertj,t and ea1terprisee by tbs fore;t~~nom. 

Ii;. was ®n:3.y -tJit'h the :.:n1eeial semetion of ~~epel goven;itlrnent 

that ~oti.!:ons t,;ere t)eS\'11itted to start ,industJ:1~s am:1 :buoines$ 

in ~tepa!~~ ln practice#. howa~.,"er .. the l~v ~~oo Giff~..cult. to 

enforee t:l$ it \:JOO t!ifticult t¢ di~tin9uish :be1tWOOll a .f:le::;)ali 

ano (:m· ;tp¢j;p.~,.~ ~· ~~t. .o£ the Nsp~l.c$e in~ust.~ie$ t11en 

depen~ ')fl ln(l.ta for m.at:keting, roost of th® Nepale$e 

$.ndust!;"'t<~$ were llPCeJ:tcd tu ~est.em terat particul~l,:y in 

Diratna;alt' area. ~n<flia $!so e.g-r~ngeti for 1t~uedtat.e ebi~ente 

of. t~epal$$e gooc1e ~· ove:'~eoo • ~bus., the majo!!'it' o;£ 

!ndust.t.i~l ootre1'~eura ue~et the Intli~ bus.inessw~ t11ho 

'ltJorked 1~ "lt-,se pertner$b!r.? t'l:U:;h the t1ealthy Ranaa o-x t<Iet'>'<a1~'"2 

~t¢:r: 1o:;·m" a n~r of joint stQCk eempnntes we~· 

p1one~~ ~J th{.i l'nO;!e'>.n roo.ttwhants in collaboration ~;Jith lOC¢!1 

initiative a.~t1, ea~J.t.a! .. ~C"1J' ~1e~ '.baeeet on special agro~.ents 

reC1trict.tng the ~ar~ioipat:ton of tl'le £ore!~ eap!tol utJ~to 
. . lS 

50 ~= C:Grit of thea ~ty end e~Sbont-ure r:e,p,tt.~l~o ·· 

:tnfd~ private capital L"l Ne:p.al ~1e11:e j:J;lit~~cxtoo U'l 

1956 1\theel tho Chmmer1e..s • e ~iell~~tn fin~oc6r of t~iarto1ar! 

fa.'llily f~m Calc·utte: ~~IeEe eneou.:s:agoo to take up the Hooaui~o 

.A9ency o~Z tho ru.retnaga!Z' Jute r·'11lls Ltd~\ The sl.'iCC.ao:Jsftl.l 

v~nture of. tbis attempt attracted other fin~ters,. bUt nQ!l~. 

o:f them w·ore able to initiate a s'O.bstOJ."ltial indWJ.t:r:~.Gl ve.t7ttero"l•; 
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2:«1Srds t'ho ond of the nooe rooim0Q the Chamer!a a~u.p had 

~en &:h!~'Of3 no-tdble success in 0:9efratint;:j jute~ cotton end 

sur,;er mills: of Ditatnagor• The total l:ndien invest.mcnt in 

the jo!n~~tcek enterprises of Nepal dur.tng this I?O!.:ioo ttaB· 

Rs•S.t3 m1J.:.U.on atld Iodia1c; pnrt_:f.<:ipaticn had been no,arly 

50 per c~::t.t of the tot.~ a:uthor.ts~d cspi:~~al of the eoncerne • 

In tho eubot:~quent yea~:s-, t.he J.tt\7estment pottem 

unce~tent (!benge~ iJ.ihe shali'te capital of Sir.atnag~r Jute t-1ilJ.s 

t7SS int::::ooooe to ll'W•52 laltha t·1hil~ the IntU .. tan aha~es of Rs~1~~ 

· lelms ill .noghupat$ Jute t·U.lls were purt:!has~ by Xiepal !f]ove~ari~)~lt• 

t'!1e r~ant:li';J:.f.ng Ageraey of !j!Oroog Cotton r-1ills has bmen acqu.ire>'.3 

by an India"l 1:'\irm llil!' t~1orcmu ~J:raeing Canpany. :ncoi("Jes, the 

direct investments in shares• lndiat1 financiers hm.re also 

supplioo consi<Jereble eapital ts"'lrougb loans ont1 del:-ent~-, 

In order to malt-s than profitable. most. of the !ncootties had teJ{~ 

.tJ'epaleso s!-~cro :fot mutool benefit·~· 

t:Jith the dam of planned e~:ra (i.e. in the sixt!:e$) 

in !'lepa;l,~ a n~;; pb<::$t;t has started in :tndo•Nepaleso cepitel 

t~tlll.,<;ieet!ooo~. M $9r.ooment ·waa sign~d bet.t;reen bit;J l~I1Piet1 

industr!olbt ... th<;J ta:trles ant! t.he ~orrtmc~t. of Novoa to 

eeteblish. Xnao-Ne??al Industr.ial Corporation in 1"'ebra.~~J;, 1962, 

It airned to set up crJt-ton te~11e mill Dlld other bus!MS$ i!ll 

nepal~ Accordinglu.,, t.tte construction cf n cotton texti.le mill 
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t1qu1ppea vrith machiner.1 manufactured in -this cOtmtey• ;~s a·,~ · 

special. inc<Bntives Nepal ··el.l~1ed 12 year tax holiday anti e y®:n.!t 

- excise e..~qnpt!ons ancl guara,nt.eae no nat!onalieation £or 41 ;;eo11s 
. . 14 

end also ass.u:refl of full c.~omr;ensa'ttoo in ca$e of: e~t..~n evente: · 

H0t-1eve~ !vy 1967 the a~tt:les ebet'looned the ~a~2S million cotton 

textile pt"oje.ct . after raising th.e fac:t.Ot:"J buildinq upto roof 

level at; ;.>!m~a ~-at.' Dirganj. ~he eonat~tion of tllr::i mill 

hat1 to b:-:; 9i\ .. en Up fol!0.:7ing a rise in the C!OSt oUQ to 
lf.: 

rev-.aluat.ion o£ NcpolciZP currency in 1966• !'.:>· 

of Indian Chambets of Conn~eree and :tnousti--.1 (FICCl)' v~<t:d.t~d 

Nepal to e;~plor:e indmltrial p!:'Ospce.ts in norc1al an(~ oh~1od 

their t-fi111ngness to sat t'P some !uoustrial. units the:c~. 

~he 90V'Oran,ent of t~:tcpal offered to. prwide them \<lith l.snc~ 

foreign c:XehG."lget 'ta!( reliei;, pOt•Jer end tariff prot¢:et!on. 

Xn the meentj.JW~ lnd:ia organised ~ industrial exhibition in 
""' 

N~Upal ifl. :1985 .in ort1er to make the !ndoot:r:ialists of both the 

countries ~Jare of e€;Cb otha~ ~quirG.~nts and. op;}oJ:tunit:ies 

in technolor;ieel en a C:.pmmeJroial ficaltl£?. . :!:'he gtY~emroont of 

India fur:ther allor.Joo cot1Cess!ons to thti!l desirous Ine:ten 

investo::s in Nepal by prov.iiling a tax concession o£ 25 pee ecnt 

on the c11Vidonos t:£'C:<t:ivoo by Ino1an coml~niea on stteh 
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!nveetmen~ undet> the Finm'lc;e. Aet of 1966-.G?o Fu::the~#, 1t. 

e~tendad ·non.ee$siooo of rcyal!ti~" eommtaaions am1 ·~ 

' 16 peye:bl¢; or1 st~h ~t:lt:erprise. · 

India '>'.thO h~ been ectively involv~1 !n the tniitWtld.aY~!sa:tt~n 

. of Nep~1• lt oota.blHhed a m~.7tU.um.sj,soo mooil)rt~ rt1®1en mtll 

at l{atlil'fij~'"l6'U with 4800 spindles involvi.n~ an imt<a~~11".mt og 

ns .20 m1.111ox1. s.tr&e 1964 izhio· f!~ hoo $~tt; up a Catechu 

factory at. Uepelgooj ·i.<il tho terai ~~ith o. capetc!ty o& 20 to..\1n~b 
17 pc,n: dQ:Yr.· · ~l~·Jever,. 'this btwineas concern hac to fo~ 

ita partnotsh~.p of thOO(il! ttt1its as it t'1~.s iieelared t:1 ecfanU~~t-

"' ' t• ' . ' ~ .... ' ... . 'D' ' ' .;:J ' .... t 'yt'.( 13 ""n ·. ne ropa~rmen'l.,: o~ a ~'C'n .... oan sccw;eu on ~C~Ver.runo11v · G su:r®,;y~ ·· 

~t:·he P~~at Oeneral Agencies was anothe~ .fim 

t·1ho too!;; on !oarie ~~epelcse foro{!Jte fi:)r a per1oo o£ ~0 yeat"S 

t.o marlttfeettit.'e 5 tl'lOU$(\l)d tonnea of resir'i. and one ~~usend 

t.onn.es of!' tu~pontine e~h yea~~ l:~'l:lt:iallY~t <tho e~!l~Y 

.tn1.rested ,~ c~p!tel of Rs~s lel,~hs tJl'}ic'h t<~as later !nc~~ed 

to Rs .s tn!llion !n 5 years. tt'ha )?t\'Jdoots were u,";loo in papG~~ 

soaPt~ tE~xt:i.l~, pt;~~!ntB 0.'1d cbcm!cel indust~.ea. 

reeeivoo the .pe!':ln.-'tsp!on to 0);\-en e tDU90:: mill ncrru: t<rish.~anaga~ 

i1iti1 a C~s:t·l·Jl cepoc!ty of cr'LtShing one thoooa'le"! tonr.2as o£ 

euga!:eane !..~ 1963• ~rho IS~ !ntltus.tries planned to establish· 
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produce 25 thousand _p-iece of COfP.bs and other mateJ::ia!s per 

month. !'!~ .sta~h amc:l g1ucoso f~tOli"J Ot'lned by £1/S. Dhirejlal 

~~ijl~l c~ \::aleuttQ t-J~ p~rr~titted to instal in Uepo1 t·Jitb a 

capital .of RIS,S (!t'Cil:O$ to prcdue~. 1270 torn'!~ of ~totch d 
19 

and gl4~cse annuallY• 

Another :rnc:b:m !neustr:!.alist ~1. •. i\• Didyo t-JOO allat·K::t1 

to establ:ish a f«.~ory £ot pro&;.cin.g flour as t-1el! BS vo~JCt®lo 

gbee at tho cost of £1s·.l.2.s mill!en in l:!etaude. tl~Z:C ~greot1: 

to sanc~tion o forei<Jlil e)tch&'"lge loan a;nourating. to .aa,e.s million 

In addition to the above. mentioned Indton venturcc: -'i~ 

rlepa~ tho follo-~ing vent.ures. t-.vsre unoart~ron by the. Xndi~l'l 

private investo~s in ~!~pal upt'? 1966• 

Sl. !~ai".!e of the P~ 
No. 

1'o'ta1 Capital in• Loan advsnccd l.-y 
vestment the tl!.UC (Ra • 

(Rs •. lalr..hs !n r;x::) lal"Jl~ in !C) 

t • M/S·~ !ntq~Ner~al Indoot.riel 
Col!'porat.ion, Zimar<;l• 

• rj~ 

2. :v~:;;. 1Ih.ru':etiom'i ( ?) t.ta~ 
f~cpnlg;snj.~ 

3.o rvs. Z\S~lOko '!"E'){tile{P.) Ltd •• 
Birotrm{Jar ~~ ·. 

280 

16 
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To overcome the major. eonstamint~ o~? e~p!t~a_.· 

governn1ent. (',!lf India eml the \jOVe.t'l'lment. af ~te~)el .ai!fiO~d ~ 

agreement 1n se~terril¢er* 19~4• provieSL"'\g $ loan of R~,.;~ One 

cpo,re t1Cl tlt th~ rate of 3 par eent inte~t-~ ".rbiS· tJas m~'li1Y 
. f)o 

-to promo·te tPmall an~ t1Sd1um scale tn<iustr.i® in t1~vet.t• ·. 

In· 19691' t!1e- total Ind.tan .tnves'b!:-en<t in Colo.ik~ 

Plan co~~trj:os woo r>ts.29~42 million out of wh!eh ns~.S rntll:!~ri 

t-1ent to r~epe:4 1i)e·~ ~ep$1 c.c.eu~~ed a Sb~re of 26.2 pee eent 
"l1, 

·of th~ tf.!)tat.~ .... 

in Jan\lor:y_.-. 1917,. the Dirla Grt11up o.f inot~tt-.:te.~ 

Qi'htainee e 1$c~nee fo;: tbe est®l.!:~hmcnt of a sugar .. f.~ory 

:Ln ~~pilc~.~~tu dis~;rlct · in t~t;al in collahotation w:Lth a t),;:;!va~ 

Nez1o.li u..c1tWtr!~l ent.~r@p~eur..;; ~'he N~J,al£ firm h~ltl so .r~ 

being conf:!.ne.rl t~t.;"> S®en YJenturea.- one eooh ~n 'br$1&ty,. 

msnufacttu:~ ·Of gb$~ pr.~tlu~t:ton. of dz:y ¢11)11$, convotJSion. df 

11100d it:l'tt,;>· sp;u.nte~ ootl in hotel" :t:usiness ar..c t:tro. awo ooga'i)od· 

in, mJ.nin.~ operr-.rt:.ilv .. t'l$4:
22 
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t'espooo.'U.Iil:M:;ie~ t:.ot· the opcrat:ion of a company by p:trooic'lin9 

r1J;:1~ C·:;)J;:lit~l. gooe.1~7!ll. lmQ".:.r .... tieii'l am:~ mm1agement in a."l &rJ.t:eed 

mermer. )!:'(; is t;;;en~rnl.ly £~lt tne·~ tr& cost. of privt:i"'~o 

investment end tt>ens.t:~ ·h~.$ b~an veey high• t~any of these 

investments ar.tt1 tra<rm-fe:: of toctmo!o9'J have: bcro also' .inapr;,~• 

vriat.eo nec:Qgni$irlg the need fotr eo..o~rat;ton a-.~~9 a~~elo:c~~ng 

countri~~ Im;1ie. although a ea&lita1 se.e1£Ce eountcy.,. b$jOO 

a policy of Pllat..JimJ Int1ioo investment · ia a sel~td;v~ mor;~cr 

to go variotl3 · e~elopin9 coootr:ies.. t:Joteov<Ptf, India ree~-niocd 

the role o~ Intlia'& joint. vcnt.'ru~·es abroad es epa~ of export 

promotion stratew ~d ~- en inert~~_nt for forgin~; elose 

economic ·t:tes ,..;itn other eevelo[ling countrie$-. :.tt olso 

aitd also gi \ 11E:s it. a bose fot eaming foreign e,._~hSnlJe in the 
. 23 

near f--uture, 

A mil~$'t·ono in the relatioms bGtwe~n lnitie and 

Wepal we!' reached in Set;:~t.ett>bet" 16, 1978. Un<?.e~ a ~~r~ntit1<"n 

Qf 'Q..t'lfe.est(.;!f1~ng . l$:f.,y~~"~ l~ett~oor1 t~e t.~:10 countries.;. JJ~1tlia t·tould 
- I 

se.t Ubi' joint in~Tuat~r.ial ventures i.n t~epa1 and Re.,180 erol!'~O

heve to ·be in:vested on such jo.tnt industri~l project.~. T11itti 

!nclut1e0 a ns ,so ctores cement plant at Udaipur .i,t'A t~C~pal wi:t~h 

paper ;pl~.!lt in far tJestem Nepal~ A c:U .. nlter plant in 

takshii?~ .tn Hepa! ttill · !?~uce 3~ 000 tOt'lnes of Cl!t'llt<r.:r with 
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~o~Uffil?t<:;i.oa1 ~~0. th~ baleneo. ·to be· c.,":(}JOrted to !nd$.a foz; 

gt'indirr.a :et iSam~ttpur !li'l llihar.. f.:lne of the '':bjeetives 

b~.hind t~:'I.O'se joint voot.tuzes !s i:Q· r:educo tt>aCle (:!efieJ:t 

. .. . . .· .. · 2:4 ootweoo- th$ tt1o countries~ 

m"!~:l tccheol.o~Jii.e& c1~Jeloproent. in Uepal and by that W~J he~ 

!n st1Z'€l.~~J1;hc-min~ the ~iepalese econorny. ~he follOtrlin~ descri~Jt:i¢in 

of some of the joint ventures in tbe industrial f!.eld of &epoi 

~·.Till .giv~ an idei:l ebout th;;;~tt area of colle.bo1:ation and Inel.!tirJ. 
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r<X:eiv<*l $Vprovel on 22.1.1.76 to set up s sugar mill at Nepal 

jointly t1Tit.h Nepmlese ®nterprises ~ Incliafl: equity czy~ital 

~qoo £i:ted a.t ns.100 lokhs out of the tote.l equity of r~.200 .l~;l~'ls •. 

~ 

s. :In(;(ta•s famous Obe:I.Qi Hotels t"'Vt• Ltd-.Cale·~;t;.c~ 

{OA* : ttf/S • Hot.el seal tee Obe8.'01(l Ka'thman~,u) t-11th the epprovel 

on 7.5. 77 t.o ntl'l e hotel at t-tepel started on r~ov.,.l978_. out 

of t.l1c total cost of l}ms. 98.5 million,. Indta•s SJbarc \'t1SS 

9e46 l.:le'L" cen:t. Ind.t~n party is :S!ully responstbl() for manG9j.'ntr 

end running the 'h.ote~• No tl:f.:vidend has so far boen: declared 

on o_eeount of rcstlt!.C!tiona i.mposc;6 by the financial bwtitutiot:..a~ 

N Rs. 27~¢,l lol'"Jls eemec as technical l~O".-J•hc:t•~ fee hOs been 

eapitalioot1 toNarc15 eg_uity~ The a:nd!an party alao received 

~me. 21 lf4'tdl~ ~.s m;;:~nager1al fee e.F1d bonus shares of value o·f 

fms.4e2.4 lalr.hs~. 

4~ N/8~. Hy~ctaboo Asbe$toe Cement l?roducta Ltc~• 

ayc~rebad (OJ\ a ~vs~ t~epal co.,Lt(] •• Kathmandu)• a Bi-rla con~:c;lo"tl 

of Inci.ia 1m assoc!.atec1 -vi!th e:~plot~:tion of minecal$ of Nopal~ 

'l'his po~y receivee SPs?rovel on 5tt1(h, 71."' Qnly 25 ~r <~ent of 

the total equity (tlRs-, 6 raill!on) will be cont:rrolle(~ by this 

patty~ l~other 25 .pez:o cent. t'i!ll be bcme .by Golc1en Moffit. P!~(~ 

M~ociat0S~ an v.K~ company. It. is unclorstc~d that HE·~ and 

the t-lopo!f':se people ttill control the rest 50 per cent of tho 

total equity of this venture ana ewntually Hl·tl t-Jill. hold 49 rx:}r 

I W LJ l ..-ill:· *tl - I 
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s., On 12~10.-17 t~ss~:ll'S l'lC Ltd. (Hotel Pivi:$lion)· 

Hotel Hauey~ ~·~a: !;clhi• wos app.t:wccl to buJ.ld a bot€~~t anti 

woo likely to ~o into o~$ation blf :t~ovember, 1992• Qnly 

s.o4 ~r ~~nt of the to~~~ equity NR$• '"1•40 rnillio~ w~ 

allow<;;d t(~) !Share ~J ~t'l1s party., 

6. E·VS • OriaGo ··xnoustries Ltd•~ Rourkell~ (Ott. '• 

f.Vso. !'.tcl;r.;oJ. Or!no M.agne$.i.'te (1?) Lto .• , Katbmaneuh· is sa.nct!~n~t:1 

approve:L o~ 3.1.7.78~ ~.rhis ~7uule be J:U.'~'l j<".>.li.ntly by ftt;~ for 

4iining of ma~rnesl!.te &'M.l .manui;ooturing or ~fr:ec:tott!~~ ~hiS 

pe.itZt of Iad!a h$S sharoo SO ~~r. cent of total equity t:ms.4:£; 

million.- '?he joint ver.rture has en al!Jnual capacity Q)f 

t:}rotluction of SO tho~ena tonne.s t'lli! deed btlftlt ma9neslte4! · 

For tecbt-aic~i knOtV'•hOfl\1» .an egre~t'b.t. t'lith Har:U::d.nget t'!al'ke~ 

an· Amcrie~ Co9, has t-~en re~hcd•~ 

7~ M" %ndo.N~palesc· collaboration on vsg-~~e.bl• 

ghee is t.ll0o under !mp·lemnratetton ~1l1!ch t>JSS eppl!'ovoo on 19e9ir/1S~ 

'l.'his ent~~.t,rise w~ unf!;:ertaken by· R1/S~ Chemical COO$t!'Uot!~i 

Company f:ivt~·- Ltd~.-. ~'!a1 Il'elhi• 'r!MS.e L~ian Shere ~Jhicl'i t<JM 

alla.::oo tQ this ~$rt'!f· t1as 25 per cent o£ ttu~ tots.l ~ty 

NRs.lOe34 mil.lio~~i 

a .. A Joint vetatute betw~n U'n1on Carbtd.e J:ntU.a I~t~1it; 

Calcutta G..'i.d entrept'Ctl$\11"$ in Hepal trh!ch ·9oi~ app~Ql on 
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. 
19.12.00., t17ill eet u,p I-Jepal s;atteey con~p~n1y (Nf.\'CL) at Balaj~ 

!-\athrnent1u_. ':1ith a c~:r>acity of 12 mil.lion <ley batteries 

ennuall'!l Q"l a sin.;Jle shift basiS• 'l'he totsl COSt of t111S 

enterpri~e ~a eeti."Uated at NRs.2.25 croroo and is expectecl 
' 

India's shar~ !$ as hi9h w 77~4 

per __ cent~ of the total eost of production of the p~jeet. 

l'Jith the ez~perienee of 60 yeero in the business of pt'od~ing 

f3r.J batteries,. the Union Carbide India Ltd• with be exteno.ing 

technical. Jtnati'-..hetv in s~veral aretas incluoing t-Jo;-k control, 

proouct ~rtandcu::llls•· pollution control methot1s and e,nci:Llary 

package• ~n:!Z, tha firm will be continuing to tt>sin NECL 

personnel with a vi(.~·~ to total. t:ransfer of t.£;-chnolomt• 

~· t-JJ.th the approval on as.12.a1 tys. t·~hM Meold.t1 

~tel., ticr.,; Delhi (OA : t~Vs~ Uimals'!yan Drewot"1'"' I<sthmondu}, 

tlee%' at nepal. The project is co-pr(l(!lOtetl by the f.TP.Jf Prince 

Shobha Shdha and l'.S£.h":X::iates of Uepal. It hss a licensed 

. capacity to produce 15 tbousooc he.cto lit.res l;>e.t: annt'!ttl~ lndio'o 

£$here of 20 pot cent of total equtty Nl~s. e.26 million is 
os 

senetionedc."" . . . 

~t'huq" \11ta see that joint v·entures ..... atlothor form 

of Indian privatE) investment are gradually gaining w.on1entum 

in l.Jepal~ It signifies a new clevel(:)pment in tho Int~~.iliej)OlCDe 
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l!Jdit!!.'.9 f\.li;..d ior :Xntk}'?t£iali~~tJ.._s;:.l ,iq }~\:lt.?a}. t Indio,.Vl a1<1 to 

·~tepa! is oiGnificnnt in rthe f:iele,t of industr.iali::.nation-. It 

may be stoted h~a:e that .. em:.l!er :lnduet.r:!al ilevelopment ~~at? not 

taken as .~;L."l integJ:>al part of ov~n· .... all aeonomic <.qw¢lopmant of 

field ltielcc(1 fJ5.S@'fi>!X'iin1;j,.r:VJ resul~. out :tneia rea1teed tho 

imt~rtm~ce of indt~i1t:~ics in thl9 eeonem!c: ilevelor:r~en,t o£ l\J(~JPP4 
26' 

and b~;en. to t;rive it.n ooa.tstance for ir.a3ustrz1es es· ~1el1. 

~n~reo ir::clu!Jtrial estates w}licl1 have l:;een set up 

v>'ith In<Un's oosistm:K:o s~e Paten at the .~~ubu.rbe: of Kathmandu. 

Valley, t~ez;ol~onj and rhtu:en. 11leoe hoooe a large n~r "'£ 

Since 1960, these eatatee have gr~·Jn into ·t~hr!:vir19 c~ntres. 

Nepal !tinct India hw0 e:KChanged letters to c;~.xp.::.mcl Paten 
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Leather .ohocs, 1.aunt?~.J ·Coap,. cott;o;.·l throat\ zru:o~ tobacco 

and rnetol ~ioOOS. 2 7 

to establish light cnq:i,ooer.inl;l indootrles .• viz., po_ver" juf:.O;, 

cement. texti~ etc. 29 

through :Xr1die.n CO••Opcratio~ so as to promote the s;)Onls of 
29 

self-:e~l.toncc a'1u mutuel co-opr?.Jretd.on~ 

big'h~levol o:l:fic.ie.le· 'tlhO -.,;oul6. i•3enti:Ey arou of int1ustriu.1 
~ .. 30 eo~perat.ion irl gove~:n7:ents an,'q private scctol.s •; 
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P.,ro'bl,2!¥ ... }:'00E'lr(1lt:tll l:?dia'!. Imrs!.t.~~'tt j.n Ncw:2m:&, • Indian 

investment in ~!op.ul has alwe.ys been lW()d !n the persp$etive 

of Nepalc"So industrial O.ooelop .. 'nent. But it is ver-y negl.i,ible 

in Nepal ~omparad to tl:le :pot.ontialit.~t t:mrl capncity (;f l:11~ioo 

businetJS l;)otwes. ~"here ar~ tter!ous reooons t'hot hinoe1:e~ 

the g.r:otc1th cf· Xndian. il<1V~-strnent in ~k<p/ill. one basic roason 
~~ 

is that. In·~iill! privt.~a ~Sntrepreneu_~ were,... enga~1ea in India. 

India hO.t1 elraady dcvelopc;;:(i its booic infre ... struct.u.re. ;ap.d 
31 

congenial ~JtmOSphere for tl'l.e t.>t'j,'\fat~ intrestment.s111 

!J:hi!W, the landloeke:~aness of the countf:li~ and 

11rn!te-d g-UI:chosing ~~q~r of the mujor!ty o£ the ;r.tOot~i:lC a'1<1 thus· 

small sis<;~ e£ the C!$rroestie marl-eat haM~ impeclerl the ocope of 

Fcttrthly..- In~!an .~!r.ivate investmen.t .h~ ti0prJl tn 

shy perh.£1!7>S l.'l€lcau~e o£: the foet t..~at till. nrn1 it 11os bee.n nx;:i"'O 

P!ZOfitoblt2:1. for Ind:ten entrepreneurs a"lcl businessman to trnti.c 

t-rlth t:J~~l rather: then. to invest direetly in it .• 
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Fifth, the inooecyuat.e infra-tllt.ructure rolatin9' 

to ane~; K"oaos e,.'le ctnrnmun!cations hmre o!01r1or€-cl the movements 

of Intlioo .i..flvestorEl into tlepel. 'lbese egeaterl pl!'oblerns of 

procurornont of r/tbJ materiel$ and mar.l;:Gt.inc;; o£ fiosl rJrociUC'b:?G 

What 1s \'.rhy 't1~ fino tl1e eoncen-trat.,J.:.:;m. of t'lepalesa ~~tldustri~s 

in Kathmandu valley C"k"lt1 eastern none o£ teroi., i.e ... matnly in 

Birat.na{;Jor area.- The~e is easy intercourse with l:nt1!~"1 in 

terms of ms~etinG e."'lt1 availobility of tll$i1 mat0ri~ and free 
33 use of Indian cu!!'.reney ~'1 these ~rt~er areoo of tel:~i •. 

. , 
. Again,. far fco.1'i <f:meotU:ag!ng .!ndian 1nves.tors# 

1:-le!!)al•s Uational Panchayat. passed an offi~ial resolution la~"ing 

d~>Jr.t that no foreigners t1ill be allo.;;ed to set up net1 mills 

end f~toriol'! in Neoo1 within three-mile radiua of the borde.e. 34 
. . . . . 

91lttblyq lncia~ c~pital. out.fl.m~:v into t~or.~el w~ 

also rest~!cted ~au.se aomestic investments 1-lat"e not fully 

fully utilised at heme which is fe.r from beino thr): case in 

:tnd!a. ~r:n.w~ !nsptte of tho ·best intentions and p~Ottdsing 

f)pr;;ortuniticsQ th~ is ne signif:teant .i.nfla"l of lt\d,ian CH'lp;ttelo 

35 
~to nevol• 

seven~ the adverse attituce$ of t\lepaleso :busin.oos 

magnates f.tL-.:.ther l$pt: et'l.ay· the Indian pri'\."ato inVGStors into 
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Nepal. rJhen the Mepnlese. Prime t~inister odvisee tho Hr)t")alcse 

intaustr.!:clists <.1t the Sixth S~ssion (1972) of the li~~(ieratton 

of· N'epalosc Chemt:e~ of Cornme.rce and Inc.ustt"'J Uttr.c:t) to 

establish :lncust.ties in eollmbotation \':ith foreign c~-,itolictn., 

there ';•,1ere wic1esp~e.aa reperc:ussio.ns .tn tbe press e' ~£.'he tt;;o 

Ji\Oted p~:t1e~ _in !~Ol\)Ol comment~QC~ 1 In the light of, t;1c mannel',l' 

tn ""hich tn(~ien 'btwin~s have been continuing their ceonomtc 

exploitation of ~li.apoJ. t-iie ~..;e:mucr ullether we shoult.S\ cn~ournfJID 

foreign eo:t.J'itolist .i.n ~~epa!. 'rhe int'lustrtes set up by 

Inoians havo not ~"lSfitect l'!eval. ".\?he hu~ae profits made by 

them are ~va~!atea ebroad t·.rithout payment of ta:u:eo,. 'l'hio 

will 'only flc'li!ter e. seni...eolonial ~ct."nOi'O\.l in Uepal• • 36 

and har.-rifui-1. m:;;;tivos ant! attitudes br;:ave been ~;:...>posetl.t~' Th~ main· 

purpose of the ln~oo inve.:sto.r:s ~\100 the evssion of tncane ot 

other ta:~~ on tl1<:1i.tt black r:nont~Y tn :tnaie .snd to aequt~ quieT~ 

p!;Ofi t fz::om e tt(";h in.vest..roonts. Th~J w~l!'l$ not ecger q;r intereot.c~ 

in indootrialisatiot.t of t;epal4) 'J?htW. t.h~ Indian inv~tors t.!oti:"c 

keen to -p~t'iuce synthetic :fibre ancl 3'ta1nless steel t'lhicb t~le:t"o 

tot.all~"" i:r~~lavant. to the- needs a~d requ .. tremants otr Mt;ipel~ 

~h:e~e ~:i1er:.~ further 1?-Xr...Oseu \·1hon nirla brothora, the f8l-""'O~ 

Indian !0{1tmtr1cili:stz, b<:ic!.;;o.d out of their. cor1\~,'litr.touta to Dc;rt 

up a t~tilo industr.t in Ncpal •. 37 
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:progr~t4 and volieies as1o .faulty itm.?l{";ment>otion of progrt."nll:-:ms 

htNe d~ncd the oot.rcpr~neurial spirit in the coU,t"'ltey.•39 

The t~epol Resbtra Bank survey (1976J,77) sh~11s t!1at 

a lerg¢ t'l~"Uh~:r of incur1>trie.e have not been able t.o avail of 

the c:c.:mcroeions provi&ed :by the ine.ustrial t')Olicy. 'l:his is 

chiefly i':1ue to the inept a.:1ministretive systom lacl;!ng 

co~peten~e,. int~grtty ond honesty in effectively ~teeuting 

the Cliscretionaey ~;:;.·ation.al measures.. M':>reover, the look 

Of .co-oz:d,tina.tion T.oetvJeen ~1J.n!stera ant! Dep~~tments ·have ererJ:t:;c<fl 

the gro~,:1~ and dam'~netl the J~naent!vea of the ontPZepren~urs., 

The t:OGt cause of thia unnecessary rlel.ay in gettin9 things ~o~e 

and arb~:ta.t'tneas in. t1ecisions f:md activities appeal: to be the 

corrupt ~ttitudes of some offlcials both at the l~.1er end 

higher levels of aa~inistret.ive hit::t!."i:Jt'Chy~ 39 

~here at"O also probl~'ms regerrl!ng the g~;)'i<Jea:nmcnt 

policies t1h.ich em -roopoz~sit:;lc for c!:'eating constroints in 

Inoiro .invo~trnont. in nepal~ First;~ the governn'!Ont of Nepal has 

not elcarec~ the d1'"'v"1i1ing line bet.t>1een the public and Pt'!.vat~ 

sectors. 9}hottgh tt i!J stated t'tH5l;t the public sector will deel. 
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t-,d.th de~enee-related inooot:ries ~"ld public utiliti·ee, in 

reaiit.y i't i'1BS beet~ inv~lvce in e n'Ulllbe~ of pr1v«ce 

these i.nt.'i'ustries t-Jere establishea vJith the foreign ac.ua!etance., 

and it Si?VO~-ts th.-at. any enterprise ~!th foreign a!d 't'i!ill be 

state eo~eem. ~l:h.oo •. tho private o~A:tor fou..~d a C00!,1etition 
. 

td.th the pul:1lic a~aet.or ooo they invest other than ~t:'h~stry 

Secondly., the govemmant of· nepal has tf.W~n veey 

atmpl!~?ti(! 'Vie'l:>t of th.e pr!'Wate sector. Progr€ltllr00s and tar;get$ 

of industrial devplopment. to be carr.!ed out ~.! the. vr!vete 

sector are £i.,"'ed f.r:om abOve ~: .. lith the exception that the privet~ 

sector 't'Joulcl automatically resr)Onrl t'*le government's Cttll. 

'!'hie !s o vo~J erroneous approach baeause it fm.i.ls to reco~n!so. 

that th.o actual inv~st;ment in indu.··.rtriel entorprise:a . is· 

influenced lm.l the d~:isione of imJividu<!31 investcn:f; ood not· "'::t-:J 

pla"'mers •: r:esi<Jes., the top..down SJP!:•J:OSCh of plmr.d.ng fails· 

to cor.rect.ly capture to pri,Gt:e seetor•.s · interests €!he ca.~~ to 

grip t'1ith the forces governing its investment <f!eeiston and 

bebsviot.'¢''•· Furt.ha~!l"'~ the industr.tal plans have been 

construztGcl. oo f.i.n&"'lcial ple~o ~d.th little rogaro to physical 

aspects. A .m.trabar of privato eeetor 1.nc3uatr.ies \'Jere ,vr.:oposc(l 

to set Ul' U!'liier the lrot.~\ end Fifth I:?lcms,. for \!!Xa.'npJ;~ ~Jith 

assut"ancoo. of f.inaneial wsistance from u~f! but the plav.ts 

ht.:lVe foilt7d t.o mention oven· a eingl.(;l ~·torc:1 reg~;t'(ling h~iJ tho 
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r&;: matel1i~l~ ~uld oo p~v!d~"'rl ana .h~JJ tb$ pror..osed it1dustrtes 

~:ould ·be made viable~ Uncle!!' s ueh c:b:c'Ut«st.ances, !t .~..s natUJ:~ 
~~.' ' 

that th~ p~~vat\'9 secto~, may lrJe $l1.y ~1ny f~n uncertcil~ing 

~. ~ ~ ~ i M . ~ 40 .,.;nuust.rio.~o enterpras~.s n t.\ferpa,JI .. ~ 

1N?!. ~tJt3!1:6-S ·to fino.ne!al ass!st.anc~ ther~ ere 

prcbleu:-o onc1 p~iveto. mveet.orer a.r+!! not help~6 m~b b;; the 

finnr&if3l. :£.~stitut.tans oit Nei;al in ~~oooJ:allll ll"'or O);;arQp;ts, tllt:¢ 

tl1a5 form~id to prov!tio :f.inett'!Ciol an~ technical es$1:St~e t01 

private :t,r;avE:~t.'tlen't g;n;t:ttattvcs ln !ndust.rial ventu.t~s that ~ttVO 

:been givoo t"rior.ity !n th~ plmoo. But. in. p~aetiee~ the 

!..l'l$titut!on b~Z~o too(~wii ·t~ fOC'lllS its lending operqt!ont> to tl. 

· ff!!ti.'l indt~trial. fielae t'lOtehly hotel~ ana othel:' vent~ thitllt 

cotoo.-~attd oo.ly a sel!;one~.l imt;JOrtm&~a from the via-nr..cint oi 

nat.ion€11 U!teres~~" l\ :.;rtooy of seven years (1973..SO) ~h~a 

that a h$.$h eoncent:-etion of c;:edit facilities by the !jliJC 

has bean. d1rme on hotels foJ.lov;1eli by i'\'dscell~~eous 9t'OuP 

like !'ice ant~ oil mills t-lhlle the share of m~nufa~t.uri~ seeto;; 

has r~ma~t1ed vez:y lat·:r (Table 4 .. 2) •- Although the hotel :btdt.w-tey 

eonst:t:tt:ttee thQ llnebpin of 'tour!sm eee:t:or ~-1hich hoo boe!l ttie 

s.1ngle i'iltli?'.>ttent .sCJu.r<::e of for.e=tgn exchange< e.rum.lnrrs~ the 

quest.ien is t.thether this cs.n be consider~d aa $ souna tt'end 

Of irltiUSt!72.a!iseti.OEa atlo <ti1he·ths.t' the fora:tgn exehtt;si;JJ<i? ·e~ttaecd 

by this t£rsct:or is lar~ely tJast.ed out o£ the count.~.; 1n order 

to pay fo!: irupazta~: so lon~; as t.otu:ism eonstJ.t.utes to ba in 
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ehe ur~:d~ng1, hotel .i.,m)U.Stty h~ bright J;llt'OS~t. ~t" !i 

touri$rn fqees any (;:1<:ZQO~'mic crisis or sooie-wpolitieai tlisortlo~ 

·at h~ or ot>ro~. the ~penaeti .espaeity of b()·t:el bWJJ~nest.:l 

nk'lY prove to i:Je'. a n~M; })w;aen 'b-4 the. eociaty ood tba e~Qnomr 

of l~pal., · tr·u-~he'r"' t;) stu.Sy shQ'Ws that about .35 to -40 t~e:t- et::ilt. 

of gross e~ningr; ~.rom tbl$l hotel sc.~tor l~al:\S out of the count.qr 
' {i1 

for l)8ying t~he :!mptJlrt billa of th~ ineustn'Y itael£•, ·· · 

~,Elo . !$ •$) . l: 
~m>Zl I:';'i:Jbursoli_ · .. _-l::>v.ll:U.:C cless-i.fied b"! Inch:s~i.t.~' 
A .t J BJ . fltl"'liil?llltt*'*'. I t•ZJitiiii!IIA ,A• (l {4Kt:aJJI ,1 I start dMr-, J'ift~ 

~#e~'lufootutlng 
tnt1ust~ · 

T.:t:>Oll5p()rt 

1913/ 1074/ 1975/ 1976/ 1917/ 
14..~.~,-··~~ ~?~Lmr ( '·~MW-~z-~• 

1.0 
9t9 18-.9 9.4 6.4 ~ 

1;1 9-•3 c.s o.4 ...... 

!9'19/ 
'""""9Jt""' ..... ~.,.. ---

r; lactr!ci tv o,.~ • ~· 0~7 .. .... --"" 

Hot.el !0~'1 17~4 14•2 27,1 2/1~1 

servic~ 0~9 0~7 o.3 1~2 o.a 
Mwc~ll~l~OUlS 4~4 v.s 12.~5 ·ru;.1 32i3 ----""""""''""'""·"""" -u----·~;,o--..,.,.;~.=we.-• ... ,. __ ,_, ____ .,_ . ._...,,.;....w ..... _.,_.,....,_,......,.!llh«••Wr~~ J a - Tl -~~-~""'?""' ... ~ 

23~1 
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(Rs. in t~illiona.) 

---·,...,.: ·""'*'"""'"d ____ ..,._.,._,.,.,. ...... .,... -._..,-~· .,.m;,;oo·:t'*"*."!'-J~;q,· _..,..,. .... .,..~-·rr-w-·-..,.,.·----• ...... ---""!• _._.......,...,,""""it,tF~~~"...._.11! E,l~:t•s:;a Ill 4 1 "»~ 

i . i>U.c-Ju:Ly 
... i Q ....... J 11"4«1! 

: 1980 1961 
~.._ ···.-·=•·"'"-~~""' ·""'' ..,, __ .., ..... .....,e.....,..,.. --..,.,,.. .......... _____ _._,...,_ ...,,_,,_,,_.....,,._.., __ , ..... · itillit!WM·~~ ~a:·· · :s:~r .. "'fl ~~ 

(c) Ele<Z'tSi'iCity 

(tl) Hotel 

(e) Se.t:VSecs 

(f) Nisee:U.aneoUi:J 

(b) Hotel 

asa.a 
51.8 

1~1 

0•2 

:u.a.s 
a .• a 

70,'0 11 

·-... ~~ ....... 

22.9 

1C ... ? 

.. 1 
~··. 

11..;1 

281.8 

51·.3 

6e6 

... 
144.,;(7 

4.ti1 
,, 
69~1 

;·· 1t 

.. 23.3> 

l1 .• 1 

1.~. 

, . 1.1.,1 
.. :t•- AS_,.,.,~--~ ...... · .. .....,.~t-\li:i ..•. ···ae:w.--..... ~..,.~ .... ----------· 

..,~t*· 

lf!lil,. 

299.3 

62.3 

' 

. ... 

4.1 

~.1. 

:Malifi!UI1AI 

2GtB 

11.1 

s.e 
10·1 .. ~ 

' 

• • ~~~~u• .. 

SlS.9 

90.3 

... ~ 

31.4 

11.6 

6.-.t 

19-.7 
~~~ 
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Since the req!no!ng of the Planr.ling l\fe~')Gl hes 

been adhez:ing to ~ principle of 'mixoo ®CCil(;mlYt fo:t 

the des;~lOfia"'nCnt of the coimtry. '1ibis im:pliee th.et t:vth t.hs 

public: a'O(~ the private sector pl~Ja · an EJ.Ctive and impo:rtent 

role in all aspects ~f~the national economy. In the field 

of indt'!$tr1es.. thta rolicy · is to , encout:WJG ., ~ri11ate S@.CtQ~ .., 

both hotr.e g,n,; foreign in 'Various ~iele$3 ofi menu.fac:tt~rmg ofu~O·~ 

then dei.!l1:n;Jee a.,-··M1 publiC utili t:te.s t17hieh ar,e st:t"1ot1;1' z.:~za:~:r.v~.e~ 

for ·t:.he rA.'ibl!e seeto.l:!'• 'i'he In~~~~.st.rial Paliey of l9.Bl has a:t.:~o 

put a t:tr-: ... ~ervation o.f owne:csh;tp ~nt1 .tnvestrn~nt in srnell,.scele 

ana cottage ineustrles to t:Zepale,se na:tif;,jn~l~ only~ 'lb~ f30li~y 

th~ errtr!sc:k2'~ a supp'O~t:~.ve and ,h~~n!ous relatj.onsbip e~d 

aetivit.i(;'>.;e betv;een the pt:ibJ.ic and the ~;rivl1lte s~ceo~ in building 

up the ¢(~:t:~rrt.\':".t•:s :i:ncuot.ri.sll scet.or. In tJ:ds ;>r«:-®4:i# the e~1ttre 

:t'e:spe::mc!bililty io tn!ii:en b;tl the .gover..-)rnent/planners in fix!!'hg 

the pro~t'a.t.:rJes .a1n~J tm:geis.s for the t-;hole econon~..; cmd 6 :?.v.i.ttl.n~J 

t.h~ bl~tt·J¢C~') the t~;o .sectors. . :;f,'ne pr.1:rtate seetolt .t.s· ~S&~"!~cted 

t.o ta1{e up ,the progra-rrnes and meet the tat"9Efts · set:. ~'Y tl'le 

goverrunf';.U'lt~·· 

g:h®, .. .Ja,. ,,,~ 4:f! ..st ett.~e. 1'hQ~e dot?...s not.~~ holiiG"ttet, 

exist e ~.:Lc~ etvi.ding line bsttJee.n the public and p~itrtete 

se<:tors. ~'be public $ector in eTe!:Jal has been involv$1 L~ a 

n.Uit'lber o~ t~;)tl'te!:'9ciee:~J t1hic;;h hav¢ private counterp~.p ;t,._o,11 
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· jute1 su~ar:,. brickm, ei<Jaltet.tes.- Si!1cc all these entertJris~ 

operating .:tn the pm1lic aootor t:aavs wen aet up v)ith foreiglil 

ess.ietoo<r~o~ it a,p:r;earc that any en.ter!)rise with foreign aid 

\"i1i11 be the; State concern. This situation enr::n.u:e.s the da!'l:rJE'B:r:' 

of pub,lic sector ccr.n1~tition. to. the private seete:.;:r !!mt'l they 

tempted to invest in oraas other than industrial enterpris~s. 

Ho-,.-;c.-ver.,. the net-J' in<:'ioottial polico.l of Nepal aS 

enectee tn 1981, ha'\'fo r~Jmovoo the shortcC'minns of the f;;ld 

policy at~(3 prcrvi<L~e(1 'iJith pr-ovisi(:.s1S oi scm6 liberal r..oliei~-s 

to enaour..-Jgc p!:"ivate s.ecto.I: ond fo:'~i~Jl'l invcstnl6nt~ Jlorei•~n 

investment !s ~nnit1 to be encoura;;ec1 thr·::nllgh governmentpi'ot~ctio.::& 

no n~t.icnGlisa:tion pledges, remitt;a.."lea in £o:fe:tgn curreney of 

all prof~d;O ealmOO Gihc 20 per cent per &..~UUm Of :!.nV~'Sted Ct:~pj:t8l• 

Unoer t.he, uQJ, rx>licyQ· t.ne eottago 1n€ustri.ee can en,j<r:t income 

eax rebate$ for 6 yes.r;s .an.cl the lart;;e i.mStwt:r:y's i~1c:ome tsx 

rebates is se!a to be basoo on value aeeed with addj.tional 

rebates for industt:"ien producing n.ecess ~.l gooos &'1\:1 export 

promotion .industries~ ConceSSi•rJtlS in the custom oocl excise 

duties ~HI\re 'been -tl~~ntled particularly to ineootrio~ looateQ 

in the lO!H:.t eevelopee ~rq-as of the count.ry9 

Zo attr-nct privnte cector involvement J"'n 

i:neustricilJ .. n<:l.tiOl'l of Nepal by provicing capital raf1u.i~emcn.ts 

and tech~lica1 assimtancc., tbe UitiC woo set up in 1959.. But 
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ventures uhich .:onr.'.ood aeco.ndGry !trl'P,Ot'tenee from the po:i,.nt. of 

nationml i!'lterest~ 

P~ivate foreign inVclSt.toont has bef.;n genecolly ehy 

:in Net.:?al~ .Prior to 1956• the prC'J(:eas of ·:inf3USt2!'ial!sation tv-~.s 

extent~ 

InQi~ pr.tv~te irfvootment !n t;epal J.rd .. t.iat.ct\ since 

1956 hi:..'\8 alt:roy!l !x~n seen in t.he persp..:«Ct.lve of Nepol~e 

indoot.rLei~ develet-:m~ut. But st-ill lnt"iien invest.ffiflr~te nave 
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act;i vi t.:i.es. 

sicn!iie!2J a ho~itlthy ~;;";.eve!or;;mont. in tho r~u~Q•l'1ep~1«~se ccona't4i¢ 
~ 

co .... opera\;!~0n.. l::ib·:)Ut 22 industrial joint vent:u..-.;;s kalt'e ,..lau."tehed 
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